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efficlencies resulting from the mdjernifl.
tion effort f ‘

Through IMIP, we anticipate up {|
lion in taxpayer savings over LtN
decade, as well a5 8 strengthened in
base.

A historical lack of program stability in
space contracts in terms of funding and re-
quirements has hampered investment In
new technology to improve productivity.
However, the Air Force now is fostering sta-
bility with acquisition initiatives like base-
lining and multiyear procurement.

We have had great success with multiyear
procurement, including six 'major programs
under multivear contracts instead of annual
buys. Three of these programs include space
systems: the Navstar Global Positioning
Bystem, the, Defense Meteorological Satel-

lite Program, and the Defense Satellite

Communication System.

Although space systems are playing an in-
creasing role in our nation's warfighting ca-
pability, I realize that-the space business is
still largely characterized by high-cost piece
parts and low-volume system acquisitions.
However, we still must find ways to reduce
costs. If there are low-cost ways to automate
production. even for limited quantities of
space hardware, we need to find them. One
place to start is by taking a hard look at
computer-aided manufacturing applications
in all facets of space system production.

Despite the fact that space systems are
bought in small quantities, improved meth-
ods for manufacturing them are not con-
tract-specific. Therefore, a space systems
producer who invests in versatile machining
systems like robotics, automation, and com-
puter-aided manufacturing has the ability
to diversity and become more competitive in
the marketplace. For example, one aero-
space company modernized a facility that
makes integrated circuits for tactical mis-
siles. That same facility now can make inte-
grated circuits for space and C3 systems.
Modernization pay dividends.

Much of what I have said here about the

- need for high quality and increased produc-

tivity 'in our nation’s defense industry has
been said before. In fact, these very issues
were discussed at length a little over two
. years ago in this same publication. Since
then, many of us in the defense acquisition
business have repeated the same themes in
countless speeches, articles, and meetings
with defense industry representatives. Some
companies have responded to our call for
action; many have not. As a consequence,
our industrial base still faces problems that
require vigorous action to ensure timely and
lastmg resolution.,

Let’s fact facts. At one time there was no
guestion about the industrial superiority of )

the United States. We were the world's sup-
plier of technologically advanced products,
and our defense industry produced weapon
systems that were superior to those of other
nations. Today, many of our systems are
still the best in the world, but our margm of
superiority is slipping. ’

It’s time to get back on track—and with-
out delay. Air Force Systems Command is
doing its pard in what must be a mutual get-.
well effort. We are looking for ways to work

‘smarter, not harder, and we're sharing our
ddeas with our partners in industry, We are
losking for“a complementary effort on the
. part of industry so we can get on with solv-
- 'ing the problems of today and meeting the
‘even greater challenges of the future.

In a very real sense, our national security
is'at stake. Our potential adversary contin-
ues to outproduce us in military hardware,
and the quality of his systems is on the rise.
At the same time, the American people are.
getting fed ‘up with reports about the way
we in the defense-industry team are con-.

~
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ducting our business. The American people
do not understand overpriced hammers, mis-

siles that don't work, or poor workmanship

on sophisticated weapon system compo-

nents—nor should we have to ask them to. g

We must get it right the first time.
By working together, with a genuine com-
mitment to improve quality and productivi-§

ty, I firmly believe that we can regain our §
qualitative edge and restore the public's §

confidence and trust. We must succeed in

- this endeavor because the alternative, guite
. simply. is unacceptable.

Mr. BUMPERS. Mr. President, what
is the parliamentary situation?

The PRESIDING OFFICER. Under
the previous order, the Senate will
now temporarily lay aside the pending
amendment, and the Senator from
Massachusetts [Mr. KENNEDY] is rec-
ognized to offer an amendment to
strike the Davis-Bacon provision.

Mr. BUMPERS. Is the amendment
that is being laid aside the Kerry
amendment?

The PRESIDING OFFICER. That is
correct.

Mr. BUMPERS. Is there a time
agreement on the Kerry amendment
and the Kennedy amendment—a time
certain to vote?

The PRESIDING OFFICER. There
is a l-hour time agreement on the
Kennedy amendment and a 40-minute
time agreement on the Kerry amend-
ment. There is no tlme certain for a
vote.

Mr. BUMPERS. Following the dispo-
sition of the Kennedy and Kerry
amendments, are there any unanimous
consent agreements to dictate the
schedule for the remainder of the
DOD bill?

The PRESIDING OFFICER. Yes.
Under the previous order, upon the

- disposition of the Kerry amendment,

the Senator from Wisconsin [Mr.
PrROXMIRE] will be recogmzed to offer
amendment No. 119. -

Mr. BUMPERS. Is that going to be
after a vote on the Kennedy amend-
ment?

The PRESIDING OFFICER. After
the vote on the Kennedy amendment
and the Kerry amendment. .

"Mr. BUMPERS. Are there any
-orders following the Proxmlre amend-
ment?

. The PRESIDING OFFICER. There
are not.
- Mr. BUMPERS. I thank the Chair. .

‘Mr. GRAMM. Mr. President, & par-
liamentary inquiry.

The PRESIDING OFFICER. The
Senator will state it.

. Mr. GRAMM. Is there a unanimous
consent request pending that the Ken-

-nedy amendment be in order, that

there be 30 minutes to each side, that
there be a yea and nay vote, and that
the yeas and nays be ordered at that
time that both sides have used up
their time?

" The PRESIDING OFFICER. That
would -take unanimous consent. The
amendment is not pending at this

time—relating to the yeas and nays,
- specifically.

Mr. GRAMM. So, further making a
parliamentary ‘inquiry, the unani-
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mous-consent request does not get’
a requirement for the yeas and nyp

The PRESIDiNG OF‘FICER Thg
SSOLE

= AMENDMENT NO, 284
{7 The PRESIDING 'OFFICER, -
{Senator from Massachusetts. :

Mr\ KENNEDY. Mr. Presldeng
isend an amendment te the desk.
' The PRESIDING OFFICER.
amendment will be stated. ..

The assistant iegislative clerk
as follows:

The Senator from Massachusetts
KENNEDY], for himself, Mr. SPECTER ang
Packwoop, proposes an amendment hum~~
bered 254.

Mr. KENNEDY. Mr. President, I ask
unanimous consent that reading of thg
amendment be dispensed with. 5

The PRESIDING OFFICER. Wxth.‘
out objection, it is so ordered.

The amendment is as follows:

Beginning on page 74,.line 3, strike ay
through page 76, line 13.

Mr. KERRY. Mr. President, a parlia.
mentary inquiry.

The PRESIDING OFFICER. The
Senator will state it.

Mr. KERRY. Mr. President, it wag
my understanding, although there was
not a unanimous-consent agreement
with respect to the yeas and nays—
perhaps the chairman of the commit.
tee, the manager of the bill, can clari-
fy this—whether or not there was an
understanding that there would be a
proceeding to the yeas and nays with
respect to that amendment.

The PRESIDING OFFICER. Any
Senator has the right to request the
yeas and the nays af an appropriate
time. )

Mr. KERRY. It is my understanding
that we were proceeding along an -
agreement that we would do that. Is
that clear?

Mr. GOLDWATER. My President, 1
think the yeas and nays were ordered
on the Kerry amendment. »

The PRESIDING OFFICER. The
yeas and nays were ordered. On the
Kennedy amendment there -has heen
no order for the yeas and nays.

Mr. KERRY. But with respect to my
amendment, 1 believe the yeas and
nays have been ordered.

. The PRESIDING™ OFFICER The -
Senator is correct. -

Mr. KERRY. I thank the Chair.

The PRESIDING  OFFICER. The
Senator from Massachusetts.

Mr. KENNEDY. Mr. President, I ask
for the yeas and nays. .

The PRESIDING - OFFICER. Is
there a sufficient second? There is a
sufficient second. .

The yeas and nays were ordered

Mr. - KENNEDY. Mr. President, I un-.
derstand that we have a 1-hour time
limitation," and T ask unanimous con-
sent that the previous inquiries not be
counted against the time.

The PRESIDING OFFICER. With-
out objection, it is so ordered.

Mr. KENNEDY. I vield myself such
time as I may use.
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Mr. President, this amendment, tion projects. That change was specifi- all construction project costs. That
which 1 am offering on behalf of cally rejected by the Reagan adminis- key assumption ignores differences in
myself, Senator SPECTER and Senator tration as “not * * * practical” because: worker productivity and their role in
Packwoop, strikes the Davis-Bacon in many instances Federal project data detefmming total’ ‘project costs. Even
provisions of the so-called Gramm are the. only data avallable for the Department of Labor, the Agency
amendment from the pending defense “heavy” and “highway” construction.  relied on most heavily by CBO, agrees
authorization bill. Those provisions, The Gramm language also claims that its inability to take worker pro-
which were added to the bill in com- ! that it codifies administrative inter- ductivity differences into account
mittee, at the last minute, without any § pretations the courts have already ap- raises valid questions about its own
hearings and little opportunity for jproved. In fact, the bill before us cost savings estimates. As Dr. John
debate, are an unjustified intrusion on ladopts & portion of the administra- Dunlop, Secretary of Labor in the
the jurisdiction of the Labor and ‘tion’s regulations on which the Dis- ¥ord administration and one of the
Human Resources Committee and an trict of Columbia Court of Appesals jeading authorities in this country on
indefensible assault on the wages of specifically ruleg, saying that the De- the construction industry has said in
construction workers across tf,his,cgun- gﬁrmt\ent% ;)f Lagc))r ha,dl r;o lega.lb au- this regard:

try. Contrary to the claims o the Sen- ority ssue the regulation, subsec- G . .
ator from Texas, his language does not tion (B) of the Gramm amendment w'ﬁg‘;’eas‘ij,‘n’?},’;”t?,‘;f ",‘;’;,i,b?.‘fg?‘;,ft';“in
codify existing administrative practice, would allow the Secretary of Labor to the construction industry generally mean
it will not reduce military construction issue regulations permitting the un- lower costs.

costs, it will not produce any savings limited use of “helper” classifications  The Senate should not accept an
for the Federal Government, and it in all circumstances on all militar¥Y gmendment whose cost-saving ration-
does not belong in this bill. What it construction projects. However, the gie is based on such flimsy projections.
will do is effectively strip both union court of appeals told the Labor De- . 1, fact, the Gramm provisions may
and nonunion workers an military con- partment that it may not issue a regu- g increase, rather than decrease
struction projects, in both urban and lation permitting the unlimited use of ,yerall costs on military constmctior;
rural areas across the country, of all helper classifications because that projects; will arbitrarily and unfairly
the prevailing wage protections cur- would, and I quote, “undermine the Tequce wages for both union and non-
rently provided under every other type fundamental purpose of the act, which ynion-construetion workers; and will
of federally supported: construction I, that wages on Federal construction pat produce any savings for ihe Feder-
project. . projects mirror those locally prevail- .y Government. -

The Gramm amendment makes two | ing,” and because it would “result in I urge the adoption of my amend-
major changes in the Davis-Bacon law payment of lower wages than those pent that would strike the Davis-
as it applies to military construction § prevailing in the community for the pa.on provisions from the bill
projects. First, it would raise the cur- i same work * **.” Mr. JOHNSTON. Mr Presiéent, will
rent $2,000 coverage threshold to $1 I want to underscore that point for a the s‘ enator yield fbr a ;mesti on?
million and thereby exempt the vast moment because we sometimes lose The PRESIDING OFFICER. Who
majority of military construction eon- | track of just what the Davis-Bacon yiel ds time? :
tracts from the Davis-Bacon Act. \ Act is intended to-do. It does not and Mr JOHNSTON Mr Presideht this
- According to figures prepared for \a_ was never intended to require the pay- Séna't-.or asks the éen a.t.or to ‘elzl for
CBO by the Federal procurement data ' ment of high wage rates or low Wage i oy two questions. v
center, 95 percent of all military con- \,rates or union wage rates or nonunion Th %’RES%DING OFFICER. Wh
struction contracts, or about 48,000 wage rates. The law was and is simply } ., d: time? : . 0
out of approximately 51,000 contracts, designed to pay the prevailing wage ,";d _ chl)n}(;NSTON First of all, let
covering 40 percent of the dollar | rate for & particular class of work in a | ‘I' ® this i r}s o he ot n:le
yolume of those contracts, will be to- given local area. Nothing more, but 1S2Y ”f ques Og rl(;m ets and-
tally exem::;. from -Davis-Bacon Te- sulre(lly n:tk}kil?g le;sé dis : 5;’%%%%‘3’”%“ who has not made
quirements if the pending language is on” ow . how anyone- can is- " : .
adopted. agree with that principle. We can _Mr KENNEDY. I mg}ad to yield

The Gramm amendment also sub- argue about how to define the concept for a question on my time. K
stantially alters the way in which job «prevailing ~wage.” But surely we Mr. JOHNSTON. Mr. President, I
dassifications and wage rates are es- should not throw out the concept alto- tell ‘my distinguished colleague I am
tablished for those few contracts that gether. Of course, the Federal Govern- 8sking these ques 1 wish the
would still be subject to Davis-Bacon ment should not pay excessive wage Senator from Texas to. answer the
and would, in effect, repeal the law rates; but just as surely, the Federal same two guestions—from the stand-
writh respect to thase contracts as well. Government hould not be & substand- point of a Senator who has not actual-
- Supporters of the Gramm provisions ard-emplayer. Iy ngxade up his mind on ,t’?is point.
¢laim their smepdment will simply The real purpose -of the Gramm First, does the administration sup-
“podify” existing Labor Department amendment is pot to eodify existing port the Gramm amendment?
‘pegulations which have been upheld Davis-Bacon rules or o reform the Second, I had thought that the
by the courts. That claim is wrong. law, but rather to repeal the concept problem of Davis-Bacon, that is the ar-
‘The Gramm amendment -goes far of prevailing wage on all military eon- tificially high wage rates which 1
beyond anything the Reagan adminis- 4 struction projects for all practical pur- thought were insupportable under the
tration has ever proposed regarding | poses. : previous law, had been pretty wellj
the administration of the Davis-Bacon | Nor is there any substantial evidence cured by the regulations which the ad 1

e ——

Act. In the first place, the administra-  that the Federal Government will save ministration has adopted.

tion has never proposed an increase in | money if this amendment becomes  Will the Senator answer both gques
the -threshold by $1, et ulone to $11law. To the contrary, it is far more tions? Is that true? , .
million. Second, on: two of the regula- | likely that ‘overall costs en military ~ Mr. KENNEDY. First of all, tirere
tory changes adapted by the adminis- | construction prejects “will escalate., has been no indication that I'm aware
tration, the Gramm amendment re- The CBO evaluation projects s smalll of that the ‘administration supports
moves worker -protections which the { savings from the. adoption ef the the Gramm amendment. We have no
Reagan administration, after a 2.year ' Gramm language, it relies on previe statement by the Seeretary of Labor,
evialuation, chose to retain. °  studies by the Department of Labor, Mr. Brock, to that effect.

- One of the.-changes the Senator GAO, and other Federal -sgeneies Second, in the regulatory changes
from Texas proposes would prohibit which have been thoroughly diseredit-| which became effective in January of
the use of Federal project wage data ed. Even the best of these prior studies| this year, were designed to address the
in making prevailing wage determina- assume that wagg cuts will automati- problein of transferring urban wage
tions on heavy and hig way construc- cally translate Into reductions in-over- rates into rural areas as well as the

- Sanitized Copy Approved for Release 201 0/02/23 - CIA-RDP87IVIO1 152R001 001276004-2'
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possibility that union negotiated wage
rates were given too much weight.

So the current regulations are self-
evident. In my view and I discussed

to the Senator from Louisiana.

yield further, do I understand that the
change in regulations which goes in on
January 1 applies alike to military
construction as well as other Federal
projects so there is no special problem
here with military projects that needs
curing, that the problem if there re-
mains one is the same throughout all
areas of industry?

Mr. KENNEDY. The Senator is
quite correct, and I think what you
may very well have, if my amendment
is not accepted, is a good deal of confu-
sion for contractors who will have to
apply one set of standards in one area
of contracting and a completely differ-
ent one in another.

Mr. JOHNSTON.

tion: Employers, I think, want this as
do the chamber of .commerce and
other groups, but their problem princi-
pally is, as I understand it, that they
-want to codify these rules because
they think these rules are good rules.
Is that correct? They are afraid they
will be changed by some later admims-
tration.
. ‘Mr. KENNEDY. The fact is, and I
tried to point out that in spite of the
assurances that have been given by
the chairman of the committee, the
Gramm -amendment does not codify
the existing Reagan proposals of ‘Jan-
uary of this year. It goes far beyond
them.

There is a letter from the Defense
Pepartment indicating in the last line:

Accordingly, the Department has no .ob-

e ey

the authorization bill.
. “That is hardly administration posi-
‘tion.

Mr. President, I ask unanimous con-
sent to have printed in the RECORD &,
letter dated May 22, 1985, from the!
Deputy Secretary of Defense to the

Services.

There being no objection, the letter
was ordered to be printed in the;
RECORD, s follows:

THE DEPUTY SECRETARY OF DEFENSE,
‘Washington, DC, May 22, 1985.
'Hon. BARRY GOLDWATER,
Chairman, Committee on Armed Services,
U.S. Senate, Washington, DC.
" 'DEAR ‘MR. CHAIRMAN: Thank you for your :
letter of May 1, asking for my comments on
legislation which would waive the Davis-
Ba.con Act for military construction. :
I agree with your estimated savings of

Fiscdl Year 1986 budget originally submit-
ted by the President. The latest provision,
-however, only exempts DoD contracts less

We estimate this provision would save about
$150 million annually.
“In addition to saving money, either ver-

tive burdens on the government and con-

| tractors,’ especially small contractors. .
‘Relief from the provisions of the Davis-

Bacon Act would be of great benefit to the

them in detail in the letter that I sent
Mr, JOHNSTON. If the Senator ‘will' )

One final ques- -

jection to the inclusion of either version in -

chairman of the Conumttee on Armed:

$300 million for total repeal based on the .
than ‘$1 million from the David-Bacon Act. |

sion would significantly reduce administra- -
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fDepm-tment at a time when we are under

\gvere budget constraints. Accordingly, the
epariment has no objection to the inclu-
f lgln of either version in tlie authorization
F Sincerely
- WiILLiAM H. Tarr, IV,

Mr. KENNEDY. Mr. ‘President, I
withhold the balance of the time.
- Mr, JOHNSTON I have no further
questions.

The PRESIDING OFFICER. Who
yields time?

Mr. GRAMM. Mr. President, I con-
trol the time on this side.

The PRESIDING OFFICER. The
Senator from Texas.

Mr. GRAMM. Mr. President, let me

-are here not debating labor law in a

bill for 1986 fiscal year.

In this bill we find ourselves in a dif-
ficult circumstance. We have a grow-
ing Sofiet menace on one hand and we
have a mounting deficit menace on an-
other. :

We have adopted in this body a
budget that calls for a zero real
growth rate, a substantial change in
public policy from the previpus 4
years. The other body has adopted a
budget that calls for a 4-percent reduc-
tion in the real growth of defense by
denying the COLA for defense in thexr
budget. :

~We, therefore, find ourselves in a po-
gition -of having to reject the status
quo, having to look for additional sav-
ings to allow us to meet this dual crisis
of the Soviet threat -and the deficit
threat. And it is in that dllemma that
we address this issue.

Now, the distinguished Senator from
-Massachusetts has -questioned wheth-

er there are savings to be had from
Davis-Bacon. No independent reputa-
ble authority . in this Nation questions
that.

Let me again, with just some data,
substantiate my point. This is & study
done by Alice Rivlin, ' Democrat,
former Director of the Congressional
Budget Office. In a study published in
July 1983, she finds that the repeal of
the Davis-Bacon provision would save
over a 5- -year ‘period from 1984 to 1988
'$7.6 billion in budget authonty and
$5.2 billion of outlays.

In fact, the :GAO and OMB, under

! the Carter administration and the

| Congressional-Budget Office have con-

‘sxstently found that the Davis-Bacon
provisions - ‘squander the taxpayers’
money. In fact, a premium as much as
40 percent above the market wage for
contract labor “in -construction  has
been paid by the Pentagon, not in a

ripoff-of the taxpayer caused by inept

applicability to today’s problems. The
fact that we have not changed this

aw, which is long overdue, is costing

administrators or eorrupt officials but

by an- act imposed in a period of na- tage with large firms outside who are able

tional depression in 1931 which has no

June 4, 1985 -

Now let me relate what we have
done to bring us to this point. Initial-

1y, in the Armed Services-Committee,

we exempted the Pentagon from
Davis-Bacon. That saved us an esti-
mated $300 million & year. When we
went back into committee in our effort
to strike a compromise, we came out
with a compromise that does the fol-
owing things:

First of all, it codifxes the regula-
tions that were imposed by the Labor
Department as amended by a court
ruling which subsequently struck
down part of that proposal. Now let
me outline basically what we do.

Under the old regulation, we could

set the parameters of this debate. We ggglek:': ggl}&e:;?ngezcil;gvgutr?ge ;:bgc;r

whole entire debate about Davis-: Under this new regulation, we can-

Bacon. We are here debating the au-:

tharization of Department of Defensei at helpers that were involved in con-

' struction. Under this new regulation,
. we are allowed to look at helper wages
:if helpers are used in the production

look at 50 percent. Under the old regu-
lation, we were precluded from looking

iprocess as part of standard prevailing
procedures

Now there is a confusmn here be-
cause the labor market set out to use
helpers where they were clearly identi-
fiable as part of the production proc-
ess in defining Davis-Bacon. The court
struck that down, but the court made
it clear that where it was a prevailing
practice that it was allowable. And all
we have done is taken the procedures
of the -Labor Department that are
strongly supported by American busi-
ness and amended it to deal with the
problems raised by the court. This is
the procedure as the. Labor Depart-
ment intended to implement it in re-
vising from the proposal it initially
made that was in fact struck down by
the court.

The second tmng we did was to set
out a threshold of $1 million below
which the Davis-Bacon provisions
would not apply. Now this is impor-
tant, Mr. President, because it opens -
up defense constructlon to small busi-

-IesS.,

I want to rea.d you a card sent out by .
the National Federation of Independ-
ent Business. outliging: their strong
support for: these provisions and their
opposition to the Kennedy amend-
ment. : :

~,-'On behalf of the more than- 500 000 mem-

rs of the National ¥ederation of Inde-

pendent Business, -1 urge you to vote no on

the Kennedy -amendment to strike the
Davis-Bacon reform provisions of the DOD
authorization bill. After 54 years it is cer-
tainly time to reform-this statute. This leg-
islation 'was originally intended to provide
jocal workers and contractors with a fair op-
portunity to compete on ‘Federal projects
with ‘firms outside the area. Instead, local
firms, usually small and sometimes minority
owned, are-now at a competitive disadvan-

to pay the higher than average Davis-Bacon
wage 85 compared with the lower wage in

I-the private sector locally. Substantial sav-

ings will resulf from the enactment of these
reforms. The Department of Defense has es-

he taxpayer great amounts of money. : timated that over $150 million a year can be
. . a

i
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saved. Additionally, both CBO and GAO
have long advocated reform of Davis-Bacon
along these lines. Once again, NFIB's mem-
bers urge you to oppose the Kennedy
amendment to strike the Davis-Bacon
reform provisions. Your vote on this issue
will be used as a key small business vote in
the 99th Congress.

There was question about the ad-
ministration’s support or opposition.
We are not debating labor law here.
We are debating authorization for de-
fense. We are debating economics in
spending the taxpayers’ money. We
are not debating how we are going to
set about relationships between man-
agement and labor.

I have a letter here from the Deputy
Secretary of Defense, William H. Taft
IV. I would like to read a portion of
that letter. -

1 agree with your estimated savings of
$300 million for total repeal based on the
Fiscal Year 1986 budget originally submit-
ted by the President. The latest provision,
however, only exempts DOD contracts less
than $1 million from the Davis-Bacon Act.
We estimate this provision would save about
$150 million annually.

Now, Mr. President, I could go into
great length in documenting what the
Davis-Bacon provision set out to do
and what it has in fact produced, but
that is not the key issue here. The key
issue is, are we going to allow a well-
defined special-interest group that
supports the preservation of existing
law, a law that is out of touch with the
economic reality of the 1980’s, to stand
and cost the taxpayers money, more
money than all the toilet seats, all the
crescent wrenches, all the cathode ray
tubes ever bought by the Pentagon in
the history of the Republic?

_We are going to, on the Kennedy
amendment, cast one vote that can
save the taxpayer more money than
all the rip-offs that we have all stood
up in front of the television cameras
and cursed and damned and belittied.
On this one vote, by simply allowing
small contractors to get a chance to
compete, by simply codifying regula-
tions that make eminently good sense,
by simply looking at the labor market
as it exists, we can save $150 million a
year. - :

The question here is the public in-
terest of $150 million a year in defense
savmgs versus the special interests.
That is the ‘question to be -decided
here. T hope my colleagues will stay
with the committee, implement these
reforms that are needed, allow small

- buginess . to enter into defense con-

struction, promote competition, pro-
mote jobs, and allow us to run the
Pentagon as a business. -

»What kind of story would it make"
Where do you think it would tun in
‘the Washington Post if it were uncov-
ered tomorrow -that there was a ripoff
of the taxpayer occurring begause the
Pentagon was paying noncompetitive
wages. and it was costing us $300 mil-
lion a yea.r" It wounld run on the front
page. That is not happening.

~Congress has imposed this inefficien-
cy for a bill that was passed-with good
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intentions 54 years ago. The time has
come in this important area with the
crises we face, with the Soviet threat
and a deficit threat, to change this
provision of law. This, Mr, President,
is not a repeal. It is a compromise pro-
vision.

T urge my colleagues to judge it not
on the basis of partisanship but on the
merits of the situation. Look at the
merits of the debate, look at the $150
million a year, look at how reasonable
the proposal is, and make your deci-
sion on that basis. .

Mr. NUNN. Mr. President, will the
Senator yield for a couple of factual
clarifications?

Mr. GRAMM. I am happy to yield.

Mr. NUNN. I am trying to listen to
both sides of this debate. I think it is
an important question.

It is my understanding that the Sen-
ator from Texas, on the $1 million
threshold, moving from $2,000 to $1
million in terms of exempting the con-
tractor from the provision of Davis-

“Bacon, the ‘Senator from Texas, I be-

lieve, he said, and I may not be precise
on this—is 40 to 45 percent of the
DOD contracts, the number of con-
tracts that would be exempt? -

Mr. GRAMM. If the Senator will
yield back, in terins of the dollar
amount, about 40 percent of the con-
tracts would be exempt. In terms of
the number of pieces of paper, obvi-
ously there are many small contracts,
a smaller number of large contracts,
and we are talking about in the 90-per-
cent range. But we are talking about
here opening up about 40 percent of
all contracts for construction that are
a million dollars or less. -

I remind our distinguished ranking
member that a million dollar contract
in 1931 was 8 big contract. Today it is
quite small. By the time you get sub-
contractors, by the time you pay for
material, you are talking about a job
that there are literally thousands of
small -independent contractors - who
could undertake this, but because they
face the dilemma of having to keep a
different set of books to pay Davis-
Bacon wages, have their laborers being !
paid the market wage on one job and :
this artificial wage on another job,
they are effectively precluded from
being involved. That is why the Na-
tional Federation. of Independent
Business opposes this amendment.

- .Mr. NUNN. I think that clarifies my.
question, because the Senator is talk-
ing about 90 to 95 percent of the;

number of contracts, but abeut 40 per-

. cent of the. dollars mvolved in those ;

contracts.

-Mr. GRAMM. That is correct. .

Mr. NUNN. I believe that reconciles
with the Dear Colleague letter put out
by Senators KENNEDY AND PACKWOOD. 1
have one other question along that
line. I believe the Senator from Texas
said his amendment mcorporates eX-

. isting regulations.

Mr. GRAMM. If I might -clarify
that. It incorporates existing regula-

llwe will do it.

S 7317

tions as modified by court decision. '

Let me explain that very briefly.

Let me explain that very briefly. ‘

The regulations proposed by the De-
partment of Labor injected the use of
helpers which is & common practice in

many areas of the country in construc-’

tion. It used the language related to
helpers as an identifiable practice. The
Court struck that down saying that
the provisions of Davis-Bacon dealt
with not identifiability but with pre-
vailing practice.

So what I have done is amend the
sections of the bill related to the pre-
vailing practice to allow helpers where
that is a prevailing practice to be
counted in the determination of wages
so that we are not paying helpers jour-
neymen’s wage because of Govern-
ment mandating a wage that is out of
touch with reality.

So it is the regulations at the Labor
Department, after the court ruling,
which will be forced to make the modi-
fication, and the court suggested that
modification.

Mr. NUNN. If I understand the Sen-
ator correctly, then it is a regulation

that is in the works, and not one that

is final.
Mr. GRAMM. That is correct.
tion.

Mr. GRAMM. That is correct, -
Mr. NUNN. I thank the Senator.

-~

Mr. NUNN. It is not a final reguia.- )

Mr. NICKLES. Will the Senator

yield? )

Mr. GRAMM. I yield 4 minutes to
the Senator from Oklahoma. .

Mr. NICKLES. Mr: President, I com-
mend my -good friend, the -Senator
from Texas, and I urge opposition to
‘the amendment of my friend, Senator
KENNEDY. Mr. President, I thirk it is
awfully important that we save some
money in the Department of Defense.
Everyone I know says . that the De-
fense Department wastes some money.
This is ‘one excellent example.of how
we are wasting something like ‘$150
million a year. We can save mésey in
defense, and . this is one ares

-'Mr. President, T support W&med
ervices Committee language reform-
ng the Davis-Bacon requirenments 'for
military .construction projects. “The
Gramm - amendment is identical to a
reform proposal (S. 1005) that I intro-
duced along with Senators East, Haw-
Kins, HumPHREY, LaxarLt, THURMOND,
DENTON, GRAMM, (GOLDWATER, QUAYLE,
and MATTINGLY earlier this year, but
this particular amendment only .ap-

3 plies to DOD procurement.: It is not

governmentwide reform. Senator
GraMM’s language codifies the three

latory changes, and increases the cur-
rent statutory threshold from $2,000
ito $1 million.

- 'The  three : basic reforms in the

\essentla.ls of the administration’s regu-

Gramm amendment are long overdue..

‘Even President Carter’s study'group
recommended most of these changes.
It should -be “stressed 'that these
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Reagan reforms have been upheld by
the courts as truly reflective .of the
original premise behind the Davis-
Bacon Act: that the Federal -Govern-
ent should indeed be paying the pre-
ailing wages on Federal construction
projects. Unfortunately in the past 20
years the Davis-Bacon .Act has become
grossly dnflationary as the required
wage rates freguently have been out .of
line with the true rates in many areas.

J would like to discuss each .of the re-
forms separately and state Xor the
record the comments advanced by the
U.S. Court .of Appeals for the District
aof Columbia on each reform. ;

First, as to the new definition of a
prevailing rate, that is, .2 majority
rate—50 percent rule—the appellate
court held that the new definition of
prevailing, or absent an identifiable 50
percent, & weighted average is within a
common and reasonable reading of the
term. The courts then upheld the new
definition of a prevailing rate. The
Gramm amendment simply -codifies
this new definition.

Second, the Gramm -amendment
bars the DOL from importing urban
wage data and rates into rural areas.
Perhaps more ‘than any 'other change,

. this ban on importing wage rates from
large cities ‘hundreds -of ‘miles into
rurel counties will reduce the number
of fictitious ‘'wage determinations
issued by the DOL. The-wcourt héld

[

thers fthe purposes of #he statute.
Again the Gramm amendment simply

this new regulation rational and fur-
I agcepting the Gramm amendment
. now, and :subseqguently «codifying these

codifies ithe admmiStratiun”s Tegula-
tory change.

Third, -the Gramm nmendment
would require the Secretary of Labor
to recognize :helper classifications if
they prevail 4n an -area and issue wage

[ determinations mccordingly. The ap-
| pellate court upheld the Secretary’s
right to add helpers under the present
law, but did send the regnlation back
to the drawing board to resolve exact-
1y uni@er mhat circumstances helpers
‘must be:sregognized. .Accordingly, the
sppelate wcourt dreld the mew regula-
tion, -as modified by the requirement
that the classification prevail in an
area befere it may be nsed, 4is an en-
" tirely iogical response to the problem
of Federal eonstruction practioe mnot
reflecting the widespread, but not. uni-
versal, practice »f using helpers.
Agein, Senator GraMM’s amendment
simply codifies what the -courts have
held 4o ‘be in keeping with t:he pur-

_ poses of the original act.

-iFinally the Gramm . amendment
makes one Davis-Bacon change that

the Secretary .of Iaber may neol do .-
Jan  dncreased -

throngh regulation:
threshold. By :increasing the threshold-
from $2,000 $0.§1 million, thousands of
small .contracts will -be freed -of Gov-
- ernment mandated wage determina-
tions. This is. essentially a -deregulato-
ry move and awill result in an increased
number ;of bidders on these Federal
jobs.-Opponents will argue that fly-hy-
night contracters will .thus. bid and re-
ceive \Government work and likely per-
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form in.a shoddy manner. This jgnores
basic ¥ederal construction-contractor
qualification requirements. In order to
bid, contractors must post a bond.
Contractors incapable of performing
the work—for example inexperienced
or with poor labor relations practices—
are unable t0 acquire the necessary
bonding and will be ineligible to bid.
Opponents »f reform conveniently
overlook these requirements.

"These four changes will save, accotd- -

ing to CBO estimates supplied to me
this week, some $245 million in outlays
and $415 million in budget authority
in fiscal year 1986 through fiscal yvear
1988. This ‘money could be better
spent by the Armed Services Commit-
tee and the Congress as we look for all

necessary savings in the Defense’

budget.

There is one final point I would like’

to make ‘to my ovolleagues. If the

Senate accepts the Gramm amend-
ment—codification :of ‘the administra--

tion’s :court approved - regulations—
then -we can finally «dispense with

- Davis-Bacon as an issue. Codification
will result in prevailing wage calcula::

tions that are truly reflective -of srea
rates. There will be no more applying
Philadelphia wage rates into rural

New Jersey; no more applying Qklaho-’
ma City wage rates 10 counties away;:

and no more setting wage rates based
an a8 minority proportioen of :a classifi-
cation obiained in & wage survey. By

changes &5 they apply to other {ypes
of Federal construction the Senate can
finally reform the Davis-Bacon Act,
save millions of tax -dollars, and put
this issue behindus-once and for all.

Mr. President, I ask unanimous con-
sent to -have printed in the RECORD the
CBO numbers on DOD :authorization
as:it relates to Davis-Bacon savings.

‘There being no -objection, the table
was oOrdered to de printed .in the
RECORD, .as follows:

‘DOD ABWORYZ!BON—-JDAVYS‘BW SAVINGS (CBO

‘NUMBERS)
{10 mitions of dollas)
A6 1987 1988 -3y bl
QS R T R 1
JRCTRES R | S 1
L S R .
: 5. —B -4

,lmmmmmuaumm»mmﬁmm
provision.

Lo 1986 v,;ssz A9 3kt
e auorty. w 8 760 ™
T B ;

~Mr. NICKLES. In referenoe to my
geod friend, -the Senator frem vGeor-

.. We can actually.create jobs hy passing

© monsense to adaopt it. I again compli-

-1t much time remsuins?

June 4, 19,
gia, when he is talking about helpe
classification, and what that me
the Secretary of Labor came out, and.
made this change in Davis-Bacon desj.
ing with helpers—thsat they wanted 1o
allow people to be helpers. In othey |
words, they wanted nonskilled workery
to be paid those wages, and not be
mandated to pay journeymen’s wages,
And in many cases, it totally prohibity -
minority workers, and those on the -
lowest end of the economic scale, from
participating In any Govermnment
wark. C

There are a lot of changes that neeg
to be made.-They should be made. The
Senator from Texas .compromised. He
did not repeal Davis-Bacon for all of
the Department of Defense contracts, -
He came up with a compromise, ang
said, well, let us reform prevailing
wage. It is sort of saying that we wil
use the .50-percent factor instead of
the 30-percent factor. So it will :actual-
ly ‘be closer to a real prevailing wage.
The Senator would say in those areas
of predominantly helper ¢élassification -
that they can use it. They would not
be prohibited from . The Senator
said in those rural areas :that have
cheaper wages we would use tRose
rural aress instead of importing ’hig:h
urban wage rates.

“Then the ‘Senator slso said, “Let s
increase the threshold from $2,000 up
to $1 miltion.” Presently the Depart.
ment of Labor—if anybody does a'con-
struction pruoject, whether ‘iteis the De-
partment of ‘Defense or -elsewhere—
deals ‘with Federal ‘Government con- .
struction,” and the Department of
Labor tomes in and mandates what
those labor rates ‘would be. That
makes no sense whatsoever. "That is
really saying that an emloyer and em-
ployee do not know what they should
be paying the employee. It means that
the Department of Labor should come
in and mandate what they believe that
rate shonld'be. It makes nosense.

“The sum of $1 million is not that
large & construction project. Again, 1
hope that Congress will use the com-
monsense that this proposal provides.
I hope we can have the courage and
the conviction to say yes, we.are going
to cut spending, and this is one area.

the Gramm amendment and defeating
the Kennedy .amendment. We .can
create more jobs because you can get
more military construction for the
same amount of -dollars. That is aore
jobs.

I thaepe Congress will have wthe eom—

mert my xood ;friend. bhe Senatpr_
from Texas. o
Mr. KENNEDY a;ddressed xhe *.C.‘haJr'
The PRESIDING :‘OFFICER. The
Senator from Massachusetts, . "
‘Mr. EENNEDY. ‘Mr. ‘President, how,

The PRESIDING OFFICER. "nxe'
Senator .from ‘Mnssachusetts has 18
minutes deft. . ;
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Mr. KENNEDY. Mr. President, I
yield myself 5 minutes.

Mr. President, I would like to place
in the RECORD the material provided
by the Department of Labor by CBO
on their estimated savings by this par-
ticular amendment.

In spite of the eloquence of the Sen-
ator from Texas, the Senator is just
plain wrong. The CBO estimate on
budget outlays is $47 million by 1987.
- Mr. President, I ask unanimous con-
sent that it be made a part of the
RECORD. . i )

There being no objection, the table
was ordered to be printed in the
RECORD, as follows:

TABLE 3.—AUTHORIZATIONS IN FUNCTION 050 IN THE
NATIONAL DEFENSE AUTHORIZATION ACT, 1986 AS RE-
PORTED BY THE SENATE ARMED SERVICES COMMITTEE

[By fiscal year, in millions of deftas] -

Category 1986 1987 1988 1989 1930

Endstrengths: _
" Estimated authorizalion leve.... 71,013

Estimated 0ullays ..o 68838 215
imated authorization level.... —14 8 23 3 ¥
[T T S— 1z [ 7 N 1)
_ Estimated authorization level.... 664 674 681 688 693
Estimated outlays ... © B43 614 681 687 693

incied aorzation kel —555 575 —600 —625 —B50
EHMA00 OUURYS e 8 270 480 _85%0 _5%

® 93 B 0w
Eotimated outiys . 11 O 83 B W

Other 050:
Estimated authorization level.... 8 -

Function 050 total:
Estimated _authoriza-
tion/budget  au-

thority. 71266 153 91 - 64 34
Estimated outigys.... 69.453 2867 387 170 - 109,

Note.—Totals may not add due to rounding.

Mr. KENNEDY. Mr. President,
these figures are not dreamed up to be
bandied about like the $7 billion figure
the Senator from Texas just cited.
This CBO estimate says $47 million in
1987, and I think the methodology
used to reach that figure is open to
question.

Mr. President, the Semnator from
Texas talks as if the Department of
Labor does not belong to this adminis-
tration. It is an arm of this administra-
tion. They have the opportunity to
promuigate regulations. If they want
to promulgate regulations, why not let
them promulgate regulations? The
fact of the matter is that the studies
that are done—even by the Depart-
ment of Labor, and by CBO which
projects a $47 million savings assumes

-that reductions of wage rates imply

equal reductions in project costs. It as-

 CONGRESSIONAL RECORD — SENATE

struction, you stay with the Gramm:
amendment,

You will then find that school is out
with regard to the defense contracts.
vou will find school is out on the mili-
tary construction projects to house
these servicemen and women of this
country.

All we are saying in this amendment
is that we don’t want to pay more than

the prevailing wage, but we are not -

going to pay less than the prevailing
wage either. We want contractors to
compete on efficiency, on quality, and
on price. But on wages we don’t want
the Federal Government to depress lo-
cally prevailing wage practices. It is
quite interesting to hear about saving
‘money on defense when the Senator
well knows that the IG has found an-
other $1.8 billion, and just 3 weeks
ago, they found another $4.7 billion on
the day of the markup in the Armed
Services Committee.

So, Mr. President, I think that if we
are truly interested in ensuring quality
construction—that is all we are talking
about, military construction—for the
military personnel of this country,
then the men and women that are
going to build that military construc-
tion are going to get the same wages
that are going to go on in that local
community.

The argument of the Senator from
Texas, is that if we seek the most sub-
standard wages possible, we are going
to save money. That is hogwash. Ev-
eryone in this body knows that we will
get cost overruns as those contractors
come back to the Department of De-
fense and say: “We know we came in
too low. You aren’t going to have that
hospital completed unless we add-an-
other $5-$10 million to that contract.”

We have seen this time in and time
#ut in this body. The amendment of
the Senator from Texas is just inviting
us to start down on that road with
regard to military construction. So,

r. President, I would hope that this”

endment would be accepted.

Several - Senators -addressed the
Chair. . :

Mr. KENNEDY. I reserve the re-
mainder of my time. How much time
have I remaining? :

The PRESIDING OFFICER (Mr.
Nickres). The Senator from Massa-
chusetts has 14 minutes remaining.

Mr. JOHNSTON. Will the Senator
from Massachusetts yield for a couple
of questions? :

Mr. KENNEDY. Certainly.
- Mr. JOHNSTON. As I understand it,
there have been no hearings held «oh
this. I understand that the data base
for determining what . the: sayings
would . be under the new regulations

sumes, therefore, that wage rates are; are {ecompletely nonexistent ~because

uncorrelated ‘with productivity. That
is interesting—not related to produc- ‘.‘
tivity, uncorrelated with productivity.
The fact of the matter is productivity.
is important, and it is as important in
terms ‘of our national security as any

_other issue. If you want to cut locally

prevailing wage rates on ‘military con-

~
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the regulations have been changed
from the old law where if you could
inot find & majority of workers which
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cannot find a majority who hav~ a
particular prevailing wage, then youu

go to a weighted average of those

workers.

Since we do not know what those
weighted averages will be under the

new regulations, how in the world can :

we determine what the savings would
be? That concerns me. I really wanted
to ask the guestion of the Senator

from Massachusetts wishes to answer.

Mr. KENNEDY. I think the Senator:

is exactly right. The difficulty in
making that estimate has been docu-
mented by the Department of Labor,
the CBO, and various studies on this
question. I think the 